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INDEPENDENT AUDITOR’S REPORT

To the Board Members of the Peaks Mill Water District
Frankfort, Kentucky 40601

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, and the business-type activities, of thePeaks Mill Water District as of and for the year ended December 31, 2016 & 2015, and the related notes to the financialstatements, which collectively comprise the Peaks Mill Water District’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accountingprinciples generally accepted in the United States of America; this includes the design, implementation, and maintenance ofinternal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement,whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordancewith auditing standards generally accepted in the United States of America. Those standards require that we plan and performthe audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement ofthe financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal controlrelevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that areappropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internalcontrol. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policiesused and the reasonableness of significant accounting estimates made by management, as well as evaluating the overallpresentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial positionof the governmental activities, and the business-type activities of the Peaks Mill Water District, as of December31, 2016 & 2015,and the respective changes in financial position and, where applicable, cash flows thereof forthe years then ended in accordancewith accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysisand budgetary comparison information on pages 1-3 and 15 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board,who consider itto be an essential part of financial reporting for placing the basic financial statements in an appropriate operational,economic, or historical context. We have applied certain limited procedures to the required supplementary information inaccordance with auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency with management’sresponses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

‘add1e, ,, P%
March 20, 2017



Peaks Mill Water District

Management’s Discussion & Analysis

As financial management of the Peaks Mill Water District (the “District”), we offer readers of thesefinancial statements this narrative and analysis of the financial activities of the District for calendaryear ended December 31, 2016. The discussion and analysis is designed to assist the reader in focusingon the significant financial issues and activities and to identify any significant changes in financialposition. We encourage readers to consider the information presented here in conjunction with thefinancial statements as a whole.

Financial Highlights

Change in net position produced a decrease in net position of $9,726. The term “net position” refersto the difference between assets and liabilities. At the close of calendar year 2016, the District had anet position of $4,001,295.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s financialstatements, which is comprised of the basic financial statements and the notes to the financialstatements. Since the District is comprised of a single enterprise fund, no fund level financialstatements are shown. This report also contains other supplementary information concerning theDistrict’s budget to actual revenues and expenses.

Basic Financial Statements

The basic financial statements are designed to provide readers with a broad overview of the District’sfinances, in a manner similar to a private-sector business.

The statements of net position present information on all the District’s assets and liabilities, with thedifference between the two reported as net position. Over time, increases or decreases in net positionmay serve as a useful indicator of whether the financial position of the District is improving ordeteriorating, Net position increases when revenues exceed expenses. Increases to assets without acorresponding increase to liabilities, results in an increase in net position, which indicates an improvedfinancial position.

The statement of revenues, expenses and changes in net position present information showing hotvthe District’s net position has changed during the fiscal year. All changes in net position are reportedas soon as the underlying event occurs, regardless of timing of related cash flows. Thus revenues andexpenses are reported in this statement for some items that will only result in cash flows in futurefiscal periods.

Notes of the Financial Statements

The notes provide additional information that is essential to a full understanding of the data providedin the basic financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certainsupplementary information concerning the District’s budget to actual revenues and expenses.
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Peaks Mill Water District

Financial Analysis

Management’s Discussion & Analysis
(continued)

Net position may serve, over time, as a useftil indicator of the District’s financial position. In the caseof the District, assets exceeded liabilities by $4,001,295 at the close of the most recent fiscal year. Thisrepresents a decrease of $9,726 over the previous year.

The unrestricted net position was $984,058. The District’s net position reflects its investment incapital assets (property, building and equipment). The District uses these capital assets to provideservice and consequently these assets are not available to liquidate liabilities or other spending. Thefollowing is a schedule of financial analysis of net position and changes in net position:

Peaks Mill Water District

Net Position

Current Assets

Non-Current Assets

Capital Assets

Total Assets

Total Liabilities

Net Position

December 31, 2016

$ 1,012,150

234,917

3.913,300

S 5,160,367

$ 1.159.072

S 4,001.295

December 31, 2015

$ 929,547

217,431

4,082,5 10

S 5,229,488

S 1.218,467

5 4.011,021

Peaks Mill Water District

Changes in Net Position

Revenues

Expenses

Changes in Net Position

Net Position Beginning of Year

Net Position, End of Year

December 31, 2016

$ 656,497

666,223

(9,726)

4.011.021

S 4.001.295

December 31, 2015

$ 654,053

718,703

(64,650)

4.075,671

S 4.011.021
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Management’s Discussion & Analysis
(continued)

Cash Flows

Net cash provided by operating activities increased cash by $207,411. Net cash used in investingincreased cash by $825, and net cash used by capital and related financing activities decreased cash by$96,495, mainly due to payments on long-term debt

Capital Assets

The District’s investment in capital assets is $3,913,300, net of accumulated depreciation. Majorcapital assets include pumps, lines, meters and tanks.

Requests for Information

This financial information is designed to provide a general overview of the District’s fmances for allthose with an interest in the finances. Questions concerning any of the information provided in thisreport or request for additional financial information should be directed to Peaks Mill Water District,7175 US 127 North, Frankfort, Kentucky 40601.
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Peaks Mill Water District
Comparative Statement of Net Position

December 31, 2016 and 2015

Assets

Current Assets

Cash in Bank and on Hand

Investments at Cost

Accounts Receivable

Total Current Assets

Non-Current Assets

Restricted Assets - Cash

____________________ ________________

Property, Plant, & Equipment

Property, Plant, & Equipment

Accumulated
Depreciation

__________________
______________

Total Property, Plant & Equipment

__________________
______________

Total Non-Current Assets

Total Assets

_____________________ _________________

Liabilities & Net Assets

Current Liabilities

Accounts Payable

Sales Tax Payable

Sewer Billing Payable

Current
Portion of Bonds Payable

_________________
_____________

Total Current Liabilites

____________________ ________________

Long Term Liabilites

KIA Loan Payable 634,401 677,681
Bonds Payable 438,500 453,300

Total Long Term Liabilites 1,072,901 1,130,981

2,782,320 2,895,927

166,699 153,937

68,218 63,494

984,058 897,663

4,001,295 4,011,021

The Accompanying Notes are an integral part of these financial statements.

$ 887,816.00 $ 793,561

81,518.00 81,192

42,816.00 54,794

1,012,150 $ 929,547

234,917.00 217,431.00

6587974 6,587,974

(2,674,674) (2,505,464)

3,913,300 4,082,510

4,148,217.00 4,299,941

$ 5,160,367.00 $ 5,229,488

$ 27,877 $ 26,325

215 25

0

58,079

86,171

5,474

55,602

87,486

Total Liabilites

Net Assets

Investment in Capital Assets, Net of Related Debt

Restricted for Debt Retirement

Restricted for Construction

Unrestricted

Total Net Assets

Total Liabilites and Net Assets

1,159,072 1,218,467

$ 5,160,367 $ 5,229,428
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Peaks Mill Water District
Comparative Statement of Revenues, Expenses, And

Changes In Net Position
For The Years Ended December 31, 2016 and 2015

2016 2015
Operating Income

Water Revenue $ 639,114 $ 642,556
Miscellaneous Income 12,652 5,692

Total Operating Income 651,766 648,248

Operating Expenses
Purchased Water 229,222 240,537
Purchased Power 16,059 14,846
Contractual Services 46,090 50,280
Advertising 174 1,141
Salaries 30,728 26,835
Payroll taxes 3,525 3,254
Postage 4,108 3,115
Maintenance 68,860 84,993
Office Supplies 6,830 888
Office Expenses 340 341
Insurance 9,080 9,018
Legal & Professional 9,597 10,869
Commissioner’s Fees 10,800 11,025
Utilities & Telephone 2,480 2,564
Rent 7,700 8,400
Chemical & Lab Analysis 2,685 3,369
Miscellaneous 4,260 5,718
Bad Debt Expense

- 3,342
Depreciation 169,211 191,704

Total Operating Expenses 621,749 672,239
Operating Income 30,017 (23,991)

Net Operating Revenue (Expenses)
Interest Revenue 1,151 962
Interest Expense (44,474) (46,464)

Total Non-Operating Revenue (Expenses) (43,323) (45,502)

Net Income Before Contributions & Government Grants (13,306) (69,493)

Government Grants
Contributions From Customers 3,580 4,843

Change In Net Assets (9,726) (64,650)

Net Assets - Beginning of Year 4,011,021 4,075,671

Net Assets - End of Year $ 4,001,295 $ 4,011,021

The accompanying notes are an integral part of these financial statements
5



Peaks Mill Water District
Notes to the Financial Statements

December 31, 2016

Note A - Summary of Significant Accounting Policies

The Peaks Mill Water District was organized in November, 1968 to provide water service to residents
of Peaks Mill. It is a political subdivision of Franklin County, Kentucky and purchases water from the
Frankfort Plant Board for resale to the residents. The District is subject to the regulatory authority of
Kentucky Public Service Commission f”PSC”) pursuant to KRS 278.040.

Assets and Liabilities, and revenues and expenses are recognized on the accrual basis of accounting.
The District incorporates current GASB pronouncements in its proprietary fund activities. The District
does not utilize encumberance accounting in its proprietary fund activities. The accounting and financial
reporting treatment applied to the District is determined by its measurement focus. The transactions of the
District are accounted for on a flow of economic resources measurement focus. The accounting objectives of
this measurement focus are the determination of operating income, changes in net position, financial position,
and cash flows. With this measurement focus, all assets and all liabilities associated with the operations are
included on the statement of net position. Net position (i.e., total assets net of total liabilities) is segregated
into net investment in capital assets, restricted, and unrestricted components.

The preparation of financial statements in conformity with generally accepted accounting principles
require management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contigent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the period. Actual results could differ
from those estimates.

The District applies Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, unless those pronouncements
conflict with or contradict Governmental Accounting Standards Board (GASB) pronouncements, in
which case , GASB prevails.

Operating revenue and expenses consist of revenue and expenses directly related to providing water service
to residents of Peaks Mill. Water revenues are reflected as earned when the customers are billed.
Non-operating revenue and expenses consist of interest revenue and interest expenses related to capital and
related financing activities. Capital contributions consist of new water meters purchased during the year.
Accounts Receivable are stated net of Allowance for Uncollectible Accounts. The Allowance for
Uncollectible Accounts were $3,800 at December 31, 2016, and $3,800 at December 31, 2015.
Net Accounts Receivable were $42,816 at December 31, 2016, and $54,794 at December 31, 2015.
Fixed Assets are recorded at cost and depreciated using the straight-line method at the following rates:

Pumps, lines, and meters 2.50%
Tanks 3.00%
Office Equipment 10.00%
Meter testing equipment 10.00%

The District capitalizes interest cost incurred during construction of fixed assets.

Investments are stated at cost, which approximates fair value, unless the market value is less than
cost and there is evidence the decline in market value is due to other than temporary conditions.
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Operations & Maintenance Fund
Revenue Fund

Total Cash in Bank

Cash on Hand

Debt Service Reserve
Reserve Account
Construction Account
127 Loop Account
Total Restricted Cash

Total Cash & Cash Equivalents

Farmers Bank Certificate of Deposit

Note C - Accounts Payable
Accounts payable at December 31, 2016 consists of the following:

water Purchases
Utility Tax Payable
Sales Tax Payable
Electric
Advertising
Legal & Professional
Repairs & Maintenance
Property, Plant & Equipment
Office supplies

Peaks Mill Water District
Notes to the Financial Statements

December 31, 2016
Note B - Cash and Investments

Statutory Requirements
Kentucky Revised Statute 66.480 authorizes the District to invest in obligations of the U.S. treasury, in
bonds or certificates of indebtedness of this state and of its agencies, savings and loan associations
insured by an agency of the government of the United States up to the amount so insured, interest-
bearing deposits in state or national banks chartered in Kentucky and insured by an agency of the
United States up to the amount so insured, and in larger amounts providing such bank pledges as
security obligations equal to uninsured amounts.

Statutes require that financial institutions pledge approved securities to secure those funds on deposit
in an amount equal to the amount of those funds. At the end of the calendar year, the Carrying amount
of the District’s deposits and investments were $1,204,251.

Statement of Cash Flows
The Statement of Cash Flows includes as cash and cash equivalents the following:

2016 2015
$ 13,612 $ 45,922

873,804 747,239

887,416 793,161

400 400

166,699 153,937
50,116 44,086

6,501 7,807
11,601 11,601

234,917 266,079

$ 1,122,733 $ 1,010,992

$16,002
1,552

215

1,407
174

20
7,052

TOTAL

The following is a chart summarizing investments held in federally insured financial institutions:

$ 81,518

Most Accounts were paid in January or February, 2017, and all checks cleared the bank.

Note D- Insurance and Related Activities
The District is exposed to various forms of loss of assets associated with risks of fire, personal liability, theft,
vehicular accidents, errors and ommissions, fiduciary responsibility, etc. The District is also subject to risks
associated with employee injury. Each of these risks are covered through premiums paid to the various
insurance companies.

Peaks Mill Water District purchases treated water from the Frankfort Plant Board and Kentucky American

510
1,160

$28,092

Note E - Purchased Water Contracts

Water Company as the District does not produce it’s own water.
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Peaks Mill Water District
Notes to the Financial Statements

December 31, 2016
Note F - Bonds and KIA Notes Payable
In September 1997 the District issued and sold $627,000 of Waterworks Revenue Bonds for the purpose of
extending water service to other customers. The bonds pay interest at 5% and mature ratably through the
year 2035. The District’s annual principle payments are due January 1st of each year. The District paid it’s
principle and interest requirement for January 1, 2016 at December 31, 2015.
The outstanding amount of the bonds were $453,300 at December 31, 2016 and $466,900 at December 31, 2015.
The annual debt service requirements to retire the bonds and KIA notes outstanding at December 31, 2016
for each of the next five years and in remaining five year increments are as follows:

Year Bond/Note Bond/Note
Ending Principle Interest

2017 58,079 42,404
2018 59,696 40,347
2019 62,252 38,236
2020 63,950 36,023
2021 66,690 33,753

2022 to 2026 371,533 131,142
2027 to 2031 316,381 62,679
2032 to 2035 132,400 17,002

Total $ 1,130,981 $ 401,586

Changes in Long-Term Debt: December 31, 2016
Description 31-Dec-15 Additions Repayments 31-Dec-16
1997 Issue (91-03) $ 311,000

- $ (9,000) $ 302,000
1997 Issue (91-05) 155,900

- (4,600) 151,300
KIA Loan # C05-01 719,681

- (42,001) 677,680
Total $ 1,186,581 $ - $ (55,601) $ 1,130,980

December 31, 2015
Description 31-Dec-14 Additions Repayments 31-Dec-15
1997 Issue (91-03) $ 320,000

- $ (9,000) $ 311,000
1997 Issue (91-05) 160,200

- (4,300) $ 155,900
KIA Loan # C05-01 760,445

- (40,764) $ 719,681
Total $ 1,240,645 $

- $ (54,064) $ 1,186,581

The supplementary information provides a breakdown for bond and long-term debt payments. The Fund C
Loan from the Kentucky Infrastructure Authority was completely drawn, and repayment had began in 2009.
The interest rate on Bonds Payable is variable according to the debt terms, while the KIA loan is fixed at 3%.

The District maintains a Debt Service Reserve which consists of restricted cash assets to be used for the
purpose of servicing the bond and long-term debt payments.

9



Peaks Mill Water District
Notes to the Financial Statements

December 31, 2016
Note G - Reserves
Debt Service Reserve - There is to be a monthly deposit of an amount equal to 1/12 of the next ensuing
principle payment due and 1/6 of the next ensuing interest payment due for the remaining outstanding
bonds. The Debt Service Reserve had a balance of $166,699 at December 31, 2016, and a balance of
$153,937 at December 31, 2015.

Depreciation Reserve - This fund may be used to purchase new or replacement equipment and emergency
repairs to the water line system. The Depreciation Reserve had a balance of $56,617 at December 31, 2016,
and a balance of $51,893 at December 31, 2015.

These Reserves are included in the Restrictions of Net Assets for December 31, 2016, and December 31, 2015.

Note H - Concentrations of Credit Risk
The District had cash, and cash equivalents in excess of FDIC insurance at Farmers Bank & Capital Trust Co.as of December 31, 2016. The Institution possessed securities pledged against this excess.The amount under category 1 of credit risk was $250,000 and the remaining amount was under
Category 2 (not insured but pledged by the financial institution’s trust department).

Note I - Sewer Billing
The District began billing and collecting for a sewer treatment plant during 2009. The amount collected is not
included in sales revenue, and remitted payments offset those collections less a collection fee.

Note i - Related Party Transactions
The District utilized the services of Gatewood Water Service as an independent contractor in 2016, and 2015.
Monthly fees totalled $46,090 for 2016, and $50,280 for 2015. Gatewood Water Service also performed
various repairs to the water system in 2016, and 2015.

Note K - Subsequent Events
Management did not indicate financially impacting information regarding subsequent events. An evaluation
of subsequent events through March 20, 2017 found no events that appeared to have a material effect
regarding the accompanying financial statements of Peaks Mill Water District as of and for the year ended
December 31, 2016.

Note I - Property, Plant, & Equipment

Description

__________________
_________

Retirements

__________________

Land
$Pumps, Lines, & Meters

Tanks
Office Equipment
Meter Testing Equipment

$ -$Total

Property, Plant, & Equipment
December 31, 2015 Additions

$ 8,096
5,613,631

621,165
31,732

313,350

6,587,974 $

December 31, 2016
8,096

5,613,631
621,165
31,732

313,350

6,587,974
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Peaks Mill Water District

Note L - Property, Plant, & Equipment (continued)

Notes to the Financial Statements
December 31, 2016

Description
Pumps, Lines, & Meters
Tanks
Office Equipment
Meter Testing Equipment
Total

December 31, 2014
1,973,612

163,949
27,140

149,059

Additions
140,341
17,350
3,063

30,950

December 31, 2015
2,113,953

181,299
30,203

180,009

Depreciation for the years ended December 31, 2016 and 2015 was $169,211 and $191,704.

Note M-lnterest Expense
Interest expense incurred and charged to expense for the years ended December 31, 2016 and 2015 was
$44,474 and $46,464. No interest was capitalized in 2016 and 2015.

Year
Ending
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029

KIA Fund C Loan
Note

Principal
43,279
44,596
45,952
47,350
48,790
50,274
51,803
53,379
55,002
56,675
58,399
60,175
62,007

Note
Interest

19,739
18,422
17,066
15,663
14,228
12,744
11,215
9,639
8,016
6,343
4,619
2,843
1,012

Accumulated Depreciation
Description December 31, 2015 Additions Retirements December 31, 2016Pumps, Lines, & Meters 2,113,953 117,906 2,231,859Tanks 181,299 18,823 200,122Office Equipment 30,203 1,531 31,734Meter Testing Equipment 180,009 30,950 210,959

Total $ 2,505,464 $ 169,210 $ - $ 2,674,674

Property, Plant, & Equipment
Description December 31, 2014 Additions Retirements December 31, 2015Land $ 8,096 $ 8,096Pumps, Lines, & Meters 5,613,631 5,613,631Tanks 517,128 104,037 621,165Office Equipment 31,732 31,732Meter Testing Equipment 313,350 313,350

Total $ 6,483,937 $ 104,037 $ - $ 6,587,974

Accumulated Depreciation

Retirements

$ 2,313,760 $ 191,704 $ - $ 2,505,464

Note P-Schedule of Annual Debt Requirements

$ 677,681 $ 141,554

11



Peaks MHI Water District
Notes to the Financial Statements

December 31, 2016

Note P-Schedule of Annual Debt Requirements (Continued)

Issue: 1997 Issue (91-03)
Bond

Prin. Due Interest Total Total
Year End January 1, 2017 January 1, 2017 July 1, 2017 Interest Requirements

2017 10,000 7,550 7,550 15,100 25,100
2018 10,000 7,300 7,300 14,600 24,600
2019 11,000 7,050 7,050 14,100 25,100
2020 11,000 6,775 6,775 13,550 24,550
2021 12,000 6,500 6,500 13,000 25,000
2022 13,000 6,200 6,200 12,400 25,400
2023 13,000 5,875 5,875 11,750 24,750
2024 14,000 5,550 5,550 11,100 25,100
2025 15,000 5,200 5,200 10,400 25,400
2026 15,000 4,825 4,825 9,650 24,650
2027 17,000 4,450 4,450 8,900 25,900
2028 17,000 4,025 4,025 8,050 25,050
2029 18,000 3,600 3,600 7,200 25,200
2030 19,000 3,150 3,150 6,300 25,300
2031 20,000 2,675 2,675 5,350 25,350
2032 20,000 2,175 2,175 4,350 24,350
2033 21,000 1,675 1,675 3,350 24,350
2034 22,000 1,150 1,150 2,300 24,300
2035 24,000 600 600 1,200 25,200

$ 302,000 $ 86,325 $ 86,325 $ 172,650 $ 474,650

12



Peaks Mill Water District
Notes to the Financial Statements

December 31, 2016Note P-Schedule of Annual Debt Requirements (Continued)

Issue: 1997 Issue (91-05)
Principle

Due Interest Total Total
Year End January 1,2017 January 1,2017 July 1, 2017 Interest Requirements

2017 4,800 3,783 3,783 7,565 12,365
2018 5,100 3,663 3,663 7,325 12,425
2019 5,300 3,535 3,535 7,070 12,370
2020 5,600 3,403 3,403 6,805 12,405
2021 5,900 3,263 3,263 6,525 12,425
2022 6,200 3,115 3,115 6,230 12,430
2023 6,500 2,960 2,960 5,920 12,420
2024 6,900 2,798 2,798 5,595 12,495
2025 7,200 2,625 2,625 5,250 12,450
2026 7,600 2,445 2,445 4,890 12,490
2027 8,000 2,255 2,255 4,510 12,510
2028 8,400 2,055 2,055 4,110 12,510
2029 8,900 1,845 1,845 3,690 12,590
2030 9,500 1,663 1,663 3,325 12,825
2031 10,000 1,385 1,385 2,770 12,770
2032 10,600 1,135 1,135 2,270 12,870
2033 11,100 870 870 1,740 12,840
2034 11,600 593 593 1,186 12,786
2035 12,100 303 303 606 12,706

151,300 43,694 43,694 87,382 238,682
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board Members of the Peaks Mill Water District
Fran kfort, Kentucky 40601

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, of the Peaks Mill
Water District, as of and for the year ended December 31, 2016 & 2015, and the related notes to the financial
statements, which collectively comprise the Peaks Mill Water District’s basic financial statements, and have issued
our report thereon dated March 20, 2017.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Peaks Mill Water District’s
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Peaks Mill Water District’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Peaks Mill Water District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or, significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Peaks Mill Water District’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Franklort, Kentucky 40601
March 20, 2017
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Peaks Mill Water District
Statement of Revenues, Expenses & Changes in Net Position

Budget v Actual
For The Year Ended December 31, 2016

Budget Actual
2016 2016 Variance

Operating Income

Water Revenue $ 630,000 $ 639,114 $ 9,114
Miscellaneous Income 19,500 12,652 (6,848)

Total Operating Income 649,500 651,766 2,266

Operating Expenses

Purchased Water & Power 258,000 245,281 12,719
Contractual Services 50,280 46,090 4,190
Advertising 500 174 326
Salaries 25,000 30,728 (5,728)
Payroll taxes 4,000 3,525 475
Postage 5,000 4,108 892
Maintenance 20,910 68,860 (47,950)
Office Supplies 3,000 6,830 (3,830)
Office Expenses

- 340 (340)
Insurance 10,000 9,080 920
Legal & Professional 8,000 9,597 (1,597)
Commissioner’s Fees 10,800 10,800 -

Utilities & Telephone 2,500 2,480 20
Rent 8,400 7,700 700
Administrative Fee (KIA) - - -

Chemical & Lab Analysis 1,000 2,685 (1,685)
Miscellaneous 7,360 4,260 3,100
Bad Debt Expense - -

Depreciation 195,000 169,211 25,729

Total Operating Expenses 609,750 621,749 11,999

Operating Income 39,750 30,017 (9,733)

Non-Operating Revenue (Expenses)

Interest Revenue 250 1,151 901
Interest Expense (44,361) (44,474) (113)

Total Non-Operating Revenue (Expenses) (44,111) (43,323) 788

Net Income Before Contributions (4,361) (13,306) (8,945)

Government Grants
- - -

Contributions From Customers 5,000 3,580 (1,420)

Change In Net Assets 639 (9,726) (10,365)
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